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E.O. 11652: N/A 
TAGS: EGEN, SW, OECD 

SUBJECT: OECD SECRETARY GENERAL DOES NOT CONSIDER SWEDEN'S 
CURRENT ACCOUNT DEFICIT AN IMMEDIATE THREAT TO ECONOMY 

REF: STOCKHOLM 1320 

1 . SPEAKING AT PRESS CONFERENCE IN STOCKHOLM ON MARCH 29 AT 
CONCLUSION OF THREE-DAY VISIT TO SWEDEN, OECD SECRETARY 
GENERAL EMILE VAN LENNEP SAID, ACCORDING TO PRESS NOTICES OF 
FOLLOWING DAY, THAT SWEDEN'S DEFINITION CURRENT ACCOUNT WAS 
"RATHER LARGE" AND ECONOMIC POLICY MUST BE DIRECTED TOWARD 
REDUCING IT, BUT ADDED THAT HE DID NOT CONSIDER THE DEFICIT 
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TO CONSTITUTE ANY SERIOUS THREAT SINCE SWEDEN WAS BASICALLY 
COMPETITIVE AND IN AN INTERNATIONALLY GOOD POSITION. "I DO 
NOT MEAN BY THIS," VAN LENNEP CONTINUED, "THAT THE 
DEFICIT SHOULD NOT BE BROUGHT DOWN TO AN ACCEPTABLE 
LEVEL. WE ARE CURRENTLY DISCUSSING WITHIN THE OECD 
WHAT CAN BE CONSIDERED AN ACCEPTABLE LEVEL." 
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2. VAN LENNEP, WHO IN AN EARLIER INTERVIEW HAD GIVEN 
IMPRESSION HE THOUGHT SWEDEN'S PAYMENTS DEFICIT 
EXCESSIVE (SEE REFTEL), WAS APPARENTLY MORE GUARDED IN 
HIS REMARKS AT PRESS CONFERENCE. "IT IS DIFFICULT TO 
ASSESS THE ECONOMIC SITUATION OF INDIVIDUAL COUNTRIES 
WITHOUT TAKING INTO ACCOUNT THE TOTAL PICTURE OF ALL 
THE INDUSTRIALIZED COUNTRIES," HE SAID. 

3. EARLIER IN THE DAY, VAN LENNEP HAD ADDRESSED THE 
SWEDISH NATIONAL COMMITTEE OF THE INTERNATIONAL CHAMBER 
OF COMMERCE AT ITS ANNUAL LUNCH FOR THE KING. (AMONG 
GUESTS WERE OECD AMBASSADORS AND US DCM SUBSTITUTING 
FOR AMBASSADOR WHO WAS OUT OF TOWN.) VAN LENNEP'S 
THESIS WAS THAT THE OECD COUNTRIES MUST FOR THE MOMENT 
ACCEPT SLOWER REDUCTION OF UNEMPLOYMENT IN ORDER TO COME 
TO GRIPS WITH INFLATION. WHAT THE GOVERNMENT MUST FIRST 

OF ALL DO. HE SAID, IS TO RESTORE CONFIDENCE IN OUR 
ABILITY TO PURSUE FIRMER ECONOMIC POLICIES WITH FEWER 
STOP-AND-GO ARRANGEMENTS AND SUDDEN TURNABOUTS. IN 
VESTMENT PLANS IN NEARLY ALL THE OECD COUNTRIES ARE 
BEING HELD UP BECAUSE WE DON’T KNOW HOW MUCH PRICES 
ARE GOING TO RISE BY AND IN WHAT WAY THE GOVERNMENTS 
CAN HELP TO STIMULATE DEMAND. VAN LENNEP 
EMPHASIZED THAT IT WAS INDEED OECD STRATEGY TO RETURN 
TO FULL EMPLOYMENT: BUT HE WARNED THAT TOO RAPID EX- 
PANSION OF DEMAND WOUD LEAD TO STRONG INFLATIONARY 
PRESSURES, CAUSING V GOVERNMENTS TO TAKE MEASURES THAT 
WERE TOO RESTRICTIVE: THEREFORE EVERYBODY HAD TO 
ACCEPT A SLOWER RATE FOR REDUCING UNEMPLOYMENT, IN 
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ORDER TO MAINTAIN STEADINESS. 

4. VAN LENNEP DIRECTED WARNING WORDS AGAINST PRO- 
TECTIONIST TENDENCIES. HE CITED AS EXAMPLES SWEDEN'S 
CEILING ON SHOE IMPORTS (NOW TO BE LIFTED AT MID-YEAR), 

US IMPORT RESTRICTIONS ON STEEL AND ON JAPANESE TELE- 
VISION SETS, AND AGREEMENT BETWEEN JAPANESE AND FRENCH 
INDUSTRIES TO RESTRICT JAPANESE STEEL EXPORTS TO FRANCE. 

VAN LENNEP NOTED THAT OECD MEMBER COUNTRIES HAD NOT 
LIVED UP TO THEIR NON-PROTECTIONIST COMMITMENTS AND 
STRESSED HOW IMPORTANT IT WAS THAT THE COMMITMENTS 
SHOULD BE REAFFIRMED AT THE OECD MINISTERIAL COUNCIL 
MEETING THIS SUMMER. HE MADE PARTICULAR REFERENCE TO 
THE STEEL MARKET AND POINTED OUT THAT IT WAS NOT AB- 
NORMAL FOR THE MARKET TO BE IN DIFFICULTIES SINCE IT EAS 
MOST SENSITIVE TO CYCLINCAL CHANGES. HE WARNED AGAINST 
TAKING RASH STEPS TO BRING ABOUT STRUCTURAL CHANGES IN 
THE MARKET. 

SMITH 
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